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PROGRAM TO SUPPORT SOCIAL SECTOR INSTITUTIONAL REFORM

Borrower:

Executing
agency:

Amount and
sour ce:

Financial terms
and conditions:

Objectives:

Description:

(DR-0140)

EXECUTIVE SUMMARY

Dominican Republic

Technica Secretariat of the Presdency

IDB: US$200 million (OC)

Tota: US$200 million

Amortization period: 20 years

Grace period: 5years

Disbursement period: 18 months

Interest rate: variable

Inspection and supervision: 1%

Credit fee: 0.75%

Currency: United States dollars under the Single
Currency Facility

The ultimate objective of the program is to help reduce poverty and
support economic growth in the Dominican Republic. The program
ams to enhance the efficency and efficacy of public spending in
priority socia sectors, particularly hedth and education. To this end,
the program will introduce policy reforms to: (i) Srengthen the
indtitutional  framework of the socid sectors, (i) protect socid
expenditure and increese its efficacy in the current economic
cdrcumdances, and (i) Srengthen  inditutional  cgpacity  for
formulating and monitoring socid palicy.

The program has been designed as a sectord operation with three
disbursement tranches the first for up to US$80 million; the second
for up to US$20 million; and the third for up to US$100 million. The
program is an initid gep in a sries of longer-term reforms seen as
essentia for the functioning of the Dominican State.

The amount of the loan is judtified by the magnitude of the country’'s
balance of payments needs (paragraphs 15 to 1.7), and is
proportionate to the level and scope of inditutional changes to be
carried out.
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Executive Summary

TheBank’s
country and

sector strategy:

Environmental
and social
review:

Benefits:

The inditutiona changes envisaged in the program are of three types
(i) structurd changes will be implemented to reduce discretionary
action and improve public spending management. Given its
transversd nature, this is expected to affect al public inditutions and
help reduce poverty, while aso contributing to macroeconomic
dability; (ii) to complement the above, the program envisages mgor
changes, dbeit on a smdler scae, within the priority education and
hedth sectors, execution of which will lead to greater efficiency and
better quaity in the provison of these socid services, and (iii) in
addition, the program will build basc inditutiond ceapacities for
sectoral  coordination, which will adso make it possble to take
quditatively dgnificant seps toward consolidating a State poverty
reduction policy.

Disbursements of program funding will be subject to satisfactory
completion of the inditutiond changes to be implemented in the
folowing three reform aeas (i) srengthening of the inditutiona
framework in the socid sectors, (i) protection and greater
effectiveness of socid expenditure during the current economic
cdrcumdances, and (i) drengthening of inditutional capacity to
formulate and monitor socid policy.

The conditions for the first tranche of finanang will primarily involve
drawing up the regulaions and procedures needed to put the
indtitutional  changes into practice in the public sector. Initid
implementation of these changes corresponds to disbursement of the
second tranche, and obtaining results to the third.

The proposed operation is consgtent with the Bank’s drategy of
developing the indtitutiond capacities the country needs to tackle its
present socid vulnerability, while preserving growth and stability and
aso ridgng to the chdlenge posed by the accumulated socid debt. The
proposed operation draws on lessons learned from the Bank’s
previous sectoral operations, as wdl as those of other multilaterd
agencies, particularly the introduction of executable conditions during
the current adminigration and the andyss of inditutiona and policy
vidbility to identify targets with mgor impact and high probability of
execution.

The Committee on Environment and Socia Impact has agpproved the
operation without comment. The program centers around policy
actions that do not require civil works or any other actions with the
potentia for direct environmenta impact.

This program will support the Government of the Dominican
Republic in the initid dages of implementing a Sae and
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Risks:

Special
contractual
clauses:

Poverty-
targeting and
social sector
classification:

Exceptionsto
Bank policy:

Procurement:

public-inditution structural reform program, in order to overcome the
current paradox of sustained economic growth and persstent poverty.
The program will hdp devdop badc inditutions, common to the
functioning of the Dominicen Sae, which will  reduce
macroeconomic and fisca fragility, and a the same time alow public
spending to be more effectively programmed and targeted on the
poorest sectors.

Recent economic and legidative measures demondrate the
government's politicad  will to meke in-depth reforms.  The
mantenance of this levd of politicd commitment during program
execution is arequirement for its success.

The risks of the program gem from: (i) shortcomings in technicd
cgpacities to implement inditutiond reforms, (i) the multisectora
naure of the inditutiond changes envissged; and  (iii) internd
ressance to the redefinition of functions and responshilities
contained in the inditutiona changes promoted by the program.

To minimize thee risks, the program incdudes the following design
dements (i) an execution monitoring sysem to help the executing
agency monitor the operation; (ii) responghility for  program
monitoring rests with the Socid Portfolios Council; this is the logicd
forum for didogue and political consensus among those involved in
the inditutiona change process, and (iii) a technicd unit is to be set
up to support the executing agency and the Socid Portfolios Coundil.

Disbursement of the three financing tranches will be subject to the
conditions set out in Annex | to this document, “Policy conditions
metrix”.

This operation does not qudify as a poverty-targeted investment, but
it does qualify as a socia equity enhancing project, as described in the
core objectives for the Bank’s activity in the report on the Eighth
General Increase in Resources (document AB-1704) (see paragraph
A5).

None.

Not applicable, for reasons indicated in paragraphs 3.10 and 3.11.



